Three years ago the Army implemented a program to
improve its control. The service now conducts detailed re-
views of prime contractor systems and procedures to re-
duce labor hours and program scrap and rework. Controls
also have been placed on the number of changes that can
be made to a program. For example, more than 20 pro-
grams have been "baselined," meaning that the program
manager must obtain approval from the under secretary of
the Army to change the baseline, All such measures are in-
tended to increase program stability and control cost,

The record clearly demonstrates that we are making sig-
nificant gains in controlling acquisition costs of major
weapon systems. Cost control will continue to be a high
priority. Although efforts m a number of areas have con-
tributed to our success in reducing the rate of cost growth
during the past four years, two of the areas are of particu-
lar note. These are competition and spare-parts pro-
curement.

Competition has been the preferred means for acquiring
supplies and services in the government for generations.
Increased competition was one of the original 32 Carlucci
initiatives and it continues to receive high priority.

A number of measures, including our spa're-parts pro-
curement reforms, will enhance the use of competition in
the acquisition process. Competition advocates are at work
within the services and defense agencies to review areas
where competition is being underutilized and to identify
new areas where competition can be introduced. Competi-
tion goals have been established to provide an incentive to
all buying organizations. Special management attention is
being focused on identifying second-sourcing opportunities
at the system and subsystem levels.

Our high-level working group on competition is examin-
ing ways to1 >alleviate impediments to competition and in-
crease competition at the subcontractor level. The new di-
rective on competition, issued hi August 1984, is an
important product of the working group. This directive re-
affirms the department's commitment to competition and
accents the need for early planning and market research to
enhance competition opportunities.

The passage of Public Law 98-369, Title VII, "Compe-
tition in Contracting Act," alleviates much of the concern
about the traditional method of procurement. This act
formalizes our determination to enhance competition.
Most provisions of the act became effective April 1, 1985.
We have issued implementing regulations. You may be as-
sured that we are seeking every reasonable avenue to in-
crease competition where enhanced quality and cost bene-
fits are probable. As a result of our commitment to

increased competition, we awarded $6 billion more in
competitive contracts during FY 1984 than we did in
FY 1983.

Increased competition is also a primary objective of our
spare-parts procurement reform effort. So far, the results
are very encouraging. In FY 1984, more than 211,000
items were screened for breakout to enhance competition.
Nearly 48,000 items were broken out; 30,000 of these had
never been purchased competitively. Another 57,000 items
were broken out from the prime contractor for direct buys
from the actual manufacturer. The net effect of these ac-
tions is reflected in the significant cost savings and cost
avoidances we have achieved. We .estimate that nearly
$1.2 billion in cost savings and avoidances were realized
in FY 1984.

Significant progress in other management areas has also
been achieved as a result of our efforts to implement Sec-
retary Weinberger's spare-parts procurement reform pro-
gram. Private industry is fully aware of our commitment to
the taxpayer and has shown a high degree of
cooperativeness. For example, we have received $2.9 mil-
lion in voluntary refunds from more than 250 contractors
when overpricing has been identified. Concurrently, we
have not hestitated to act against contractors who do not
meet their legal obligations. Roughly 400 such contractors
were suspended or debarred during the past year.

We also have taken a number of steps to ensure that the
excesses of the past are not repeated. We have revised pro-
cedures to distribute costs based on item value. We have
adopted "most favorable customer" contract clauses to
guarantee us the best available price and have expanded
the practice of requiring identification of manufacturers
whose items we purchase. We have implemented stricter
price screening procedures and have awarded 1,000 de-
fense employees a total of $350,000 for identifying
overpricing infractions that otherwise would have cost us
more than $13 million last year. Finally, our aggressive
audit program and effective hotline to prevent fraud,
waste, and abuse have contributed to improved spare-parts
procurement. BM^
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